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March 27, 1935,

Honorable Henry B. Steagall, Chairman,
Committee on Banking and Currency,
House of Representatives,

Washington, De C.

Deur kr. Steagall:

During my testimony before your Committee on the prorosed
Banking, Act of 1935 (H.'R. 5357), I suggested certain modifications
of Title II of the bill, and I am inclosing herewith for the con-
sideration of your Commitiee drafts of amendments to the bill which
would effectuate such modifications. There is also inclosed for
the consideration of your Committee a memorandum suggesting certain
detailed changes in the phraseology of the bill, which are not in-
tended to make any important changes in the substence of the bill
but are intended to improve the bill from a technical standpoint.

I also desire to recommend that there be added to Title III
of the bill an additional section to correct the anomalous situation
whereby State member banks arce required to obtain the approval of the
Comptroller of the Currency, instead of the Federal Reserve Doard,
before establishing additional branches; and there is also inclosed
an amendment for this purposc, together with a brief explanation of
the.purpose and effect of the amendment.

I wish to take this opportunity to thank you and the members

of your Committee for the eourtesy and consideration accorded to me
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Hon. Henry B. Steagall ~2= A=5168

while appearing beiore the Committee, for the keen intersst of
your Committee in this important legislation, and for the patience
with which the members of your Commlittee listencd to my testimony
for so many days-

If I can be of any further assistance to you, please do

not hesitate to call upon me.

Cordially yours,
(Signed) Herriner S. Eccles

Harrirer S. Becles,
Governor.
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AlENDMENT 10 SECTION 201 of rie Re 5357 and 5. 1715.

On page 39, line i4. change the comma rollowing the word

"directors" to a period, strike out everything thereafter through

and including the period folleowing the word "bank" in line 19, snd

substitute the following:
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"His first appointment shall be subject to the
approval of the Federal Reserve Doard. He snall
not take orfice until approved by the Federal Re-
serve Board and thereupon he shall become a class
C director of the bank for the unexpired portion
of the term held by his‘predecessor as chairman
of' the beard of directors or, if such term was
completed, then for the next reguler term of
three years. At the expiration of such term as

e class C director, and of each term of three
years thereafter, his continuance in office shall
be subject to ithe approval of the Federal Reserwve
Board, and he shall cease to be governor at the
expiration of any such term unless his reappoint-
ment be approved by the Federal Reserve Board.
Upon such approval he shall become a class C di-

rector for the ensuing ‘term of three years."



7%

Amendnment to section 201 A X~1168~=a

On page 40, line 2, after the poricd followines the vord "bhank",
‘ insert a new sentence reading as ﬁollows:
"His appointient and reappointment shall te subject
to approval by the Federal Reserve Loard in the

same manner as tnsb of tie Jovernor.!
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ALEFDUENT 10 SS0TION 202 of i lle L35H7 aud 5. 171F.

On page 41, strile out 21l of liunes & to 20, inclusive, and

insert in lieu thereof the following:

"Sec. 202. Section 9 of the Fedoral Keserv. Aci. vs
amended, is amended by inscrting after the tonth paragraph
thernol the following new paragraph:

"Upon application to the Fedoral Reserve Board nt
any time prior to July 1, 1537, by any nommembeir bLank
which at the time of such wnplication has been admiticd
to the benefits of insurancc by the Fedcral Depocit In-
surance Corporaiior. under section 12B of this Acl, uhe
Federal Reserve Board, in its discretion, in order to
facilitate the admission of such bank to membership in
the Federal Reserve System. may waive in whole or in
part the requirements of this section relating to the
admission of such bank to membership: Provided, That.

if such bank is admitted with a capital less than that

required for the organization of a national bank in the
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same place and its capital and surplus are not, in the
judgment of the Federal Reserve boar:d, adequate in rela-
tion to its liabilities to depositors and other creditors,
the Federal Reserve Board may, in its discretion, require

.

such bank to increwuse its capital and surplus to such

Federal Reserve Bank of St. Louis
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Amendment to Section 20
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Qa2 -2 ar LG hen

amount as the Loard may Jdcem necvessary within sucn 70 iod
prescribed by the fourd as in its Judgment shall be
reasonable in view of @ll the circumstances: Provided,

——— o . ——— vt

however. That no such hani: shall be required to increase

——

its capital to an amounv in excess of that required for

the organization of a national bank in the sarme place."

Federal Reserve Bank of St. Louis
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AVEIDREYT TC SECTION 200 (2) of He R. 5347 and S, 1715,

. Page 43, line 2, strile out ihe words "a’ter he reaci~s the
age of sixty-five".
Pege 43, line L, change the period iollowins the word "para-
graph' to a comme and insert the following:
"except that, if his term cxpire before he
reaches the age of sixty-five and he decline to
accept reappointment. he shall not receive any

retirement pay".
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AlENDEENT r0 SECrION 204 OF e

(r. page 43, line 22, i wedintely before tne word "Sursection'

inser®t "{u)."

On prge 4, vetwsen linec 7 nnd 8, inscrt a new paragraph as

follows:

(b) Seciion 11 of the federal koserve Act. as amended,

is amended by adding at the ond thereof’ a new subsection as foullows:
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"(e) It shals be the duty of the Federsl

HZeserve
Board to exerciss such powers as it possesses in such nanner
48 to promote conditions conducive tc business stability anc
to mitisate by its influence unstabilizing fluctuations in
the genoral level of production, trade, prices and employment,

so far as may be possible within {h: scope of monetary acilon

and credit administration.
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PLOPCSED AMENDMENT TO SECTION 205 OF He e 5357 AT 5. 1716,

Strike out everybthing commencing with line 11 on pase 44 through
end incluling line 17 §n pare 45 and substitute the Tollowing:

"Sece 124. (o) ‘here ic hereby created an Open la~ket Advisory
Committee (hereinafter referred to as the 'Comuitlee'), vhich shall
conzist of five represcvntatives of the Federal Reserve benks. The
nembers of the Commitlee and an alternate to serve in the abscnce of
exch of them shall be elected annually by the govern-rs of the twelve
Fedsral Reserve banis in accordunce with procadure prescrived by regu-
lations of the Pederal liescrve licard, Vacancies shall be filled in

. the same manner. thse terms ~f the members of the Committes shall

o

axpire at lhe ond of each calendar yocar, snd a person clected Lo fill
a wacancy shall  sorve for the remaiander of the terms of his predeces-
gsor. ‘the Cormittes shal L —loet its own chairman. Meetings of the
Ceomitteoe shell be hold from time Lo time upon thoe call of the chairmen
or upon the call of the Governor of the isderal Rescrve foard. lleet-
inzs shall be called whenever requested by a majority of members of

. the Committee or by a mejority of the members of the Federal Reserve
Board.

"/b) The Committec shall consult and advise with. and make

recormendations to, the i'ederal Keserve Board from time to time with

rogard Lo the open-market policy of the Federal Ressrve System. The
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Proposed Amendment to Section 205  -=2 KeQ1(i8wn

Committee shall elso aid in the cexeculion of open-market polioies

adoited from iime to time by the Federal Rescrve Beoard and shall

periorm such otuor duties relating ihereto as the Federal feserve

Board mey rrescribe. The Tederal Reserwve Board shill consult the

Committee beforo making eny changes on its owm initiative in the

- open market policy, in the rates of interest or discount to bLe
charged by the Federal Reserve banks, or in the rsserve balances
required to be maintained by member banks.

"(c) After consuliting with and comsidering the recommendations
of the Commiitee, the Federal Reserve board. from time to time,
shall prescribe the open-market'policy of the Federul Reserve System.
Bach Federal Reserve bank shall purchase cr sell bbliggtionn of the
United States, bankers' accertances, bills of exchange, and other
obligations of the kinds and maiurities made elipible for jurchase

* under the provisions of section 14 of this act to such extent and
in such menner as may be required by the TFederal Reserve Board in
arder to effactuale the orcromarkel policies adopted by the Board
{ronm time to time under the provisions of this section agd each
Tederal [eserve bank shall coopsrate fully, in every way, in making
such policies effective.

"(d) All transactions of Federal xoserve banks under authority
of section 14 of this act shall be subject to such regulations, limi-

tations and restrictions as the Federal Reserve Board may prescribe.”
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, FROPOSED AMERDMENT TGO SBCTICH 209 OF H. Ko 5357 ana Se 1715,

Un page 49, commencing with the words "Ly member banlks™ in

line 1, strike out overything *through and includingy the quotatica
narks at the end of line 3 and substitute tne followingz:
by member banl's in reserve and central raserve

cities or by membar banks not in ressrve or .ontral

reserve cities or by all member ba lks."
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AMBNDMENT TC SECTINTY 210 OF He Re 08507 and Se 1715.

Strike out everything commencing wilh line 7 on page 40

' through and imecluding line 8 on page 51 and substitute tiw “ollowiie

'ﬂ-
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"a

Sece 24. - Subject te such regulatiors as the Federal
Reserve Board mav prescribe, any national banking asso-
ciation may make real ostate loans secured by first liens
uon improved real estate, including improved farmr laad
and improved business and residential properties. The
amount of any such loan hereaftcr made shall nel excced
6C per cent of the arvraised value of the real astale;
but this limitation shall not prevent the renewal or ox-
tension of loans heretofore made and shell not apply ©o
rcal estate loans whish are insured under the provisions
of Title I1 of the dational Housing Act. Ihe Federal Re-
serve DBoard is authorized to prescribe from time to time
regulations defining the term "real ostate loans” aud
other terms used in this scetion and regulating and‘limit"
ing the making of real estate loans by member banks, with
& view of preventine awu unrsasonably large proportion of
cach bank's assets from being invested in real estate and
real estate loans, preventing such loans {rom exceeding

a reasonalle percenta;e of the appraised vzluc of the

real estate in view »of the circumstances existing at thae

Federal Reserve Bank of St. Louis
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Amendment to section 210 - -2 A= LGB=8
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time and otherwise requiring the banks to conforrm i: sound
practices in making rsel estate leans. On and after the
date on which the regulations first adopted under tiis
scction shall become effective, no State bank or trust com-
pony which is a member of the Federal Reserve System shall
make new real esteate loans except to the same extent and
under the same regulations and limitations as national bank-

ing associations are prrmitted to do so."

Federal Reserve Bank of St. Louis
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TECHNICAL AMEDMENTS WHICI SHOULD SE MADE IH TIWLI II
OF PROPOSED BAFKIM: ACT OF 1935 (h.E. 5357 and Se 1715)

.

Section 201(a). On pare 40, line 15, after the word "person".

insert "or persons".

(ote: 4his is to make it clear that the Board might
distribute 1the duties of the Federal Reserve Agent amoug
several persons instead of having to confine them to one
person. )

Section 201(b). On page 41, between line 4 and line 5. insert

a new paragraph reading as follows:

(c) The paragraph of such section 4 which commences with the
words "Such board of directors shall be selected" is amended by
strikiug therefrom the words "holding oifice for three years, and".

(Wole: This is mercly to eliminale an appareunt incon-
sistency with tho sentence commencing in line 23 on page
33+« The terms of officoe of Class A and Class © directors
would be prescribed by the last paragraph of scetion 4 of
the Federal Roserve Act., as amended by section 201(b) of

the bill, commencing on page 40, line 23 of +the bill, and

the terms of office of Class C directors would be pre-
scribed by the sentence commencing on page 38, line 23,
of the bill. lowevur, if the substitute provision sug-
gested by Governor Lecles which provides for the approval
of the Governors of the Federal reserve banks by the
Foderal Reserve Doard every three years is adopied, the
amendment here sugsested will not De necessary. )

"such"

Section 204, On page 44, line 1, strike out the word
and insert before the comma following the word "regulations” the
words "presceribed by the Board". Also on page 44, line 2, before the
word "duties" insert the words "any of its"; alfter the word "services",

insert a semi-colong and strike out the words "so specified" and the

comma following such vords.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



- X-9168~b

(ote: In view of the other language of section
11(i) of the Federal Reserve Act, this section of <the
bill would apply only to duties, functions or services
specified in the Federal Reserve Act, and the suggested
change would make it applicable to duties, functions or
services specified under the Banking Act of 1733, the
Clayton Anti-trust Act, and other stetutes.)
Section 208:
Page 46, line 21, afler the word "retired", insert the words
"by Federal Reserve banks".
Page 47, line 22, after the words "Compiroller of the Cur-
rency", insert a comma and the following: "under the direction of
the Secretary of the Treasury.”
Page 48, line 5, strike out the word "numbers" and substitute
the word "letters".
Page 48, line 11, strike out the words "by the Federal reserve
banks" .
Page 48, line 15, strike out the words "end also" and the word
"and" and insert commas in their places.
Page 48, line 18, change the period following the words "Federal
Reserve Agent" to a comma and add the following:
the words "or any Assistant Treasurer", the words “or Assistant
Treasurer", and the words "by the Treasurer at Washington upon proper
‘edvices from any Assistant Treasurer that such deposit has been made."
(Note: All of these suggested changes in section 208
are purely technical in character and were suggested
jointly by Mr. Vip. Se Broughton, Commissioner of Publiec
Debt, Mr. Fe Go Awalt, Deputy Comptroller of the Currency,

and Mr. B. L. Smcad, Chicf of the Federal Reserve Board's
Divisior of Bank Opcrations.)
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Section 210:. If Gov¢rnor lsccles' proposed substituie for
this section is not adopiled. the following changos should be made
in the Bill:

Page 50, line 8, change the firs£ word to "of".

Page 50, line 12, strike out the words "sccond or subsequent".

(The first change merely corrects a typographical error

in the bills The second change is intended to make it clear that
banks may accept first liens on real estate as well as second or sub~-
sequent liens as additiohal security for loans previously made in

good faith.)
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ADDITIONAL SECTION TO LE ADDED AT END OF TITLE III
OF He. Rs 5357 AND S. 1715
Section The second paragraph of Section 9 of the

Federal Reserve Act, as amended, is amended by striking out the period

at the end thereof and adding thereto the following words:

"except that the approval of the Federal Reserve Board, instead

of the Comptroller of the Currency, shall be obtained before any

State member bank may hereafter establish any branch and before

any State bank hereafter admitted to membership may retain any

branch established after February 25, 1927, beyond the limits of

the city, town or village in which the parent bank is situated."
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(Note: The sole purpose and effect of the above
amendment is to correct a technical error in the Banking
Act of 1933 which results in State member banks being
required to obtain the approval of the Comptroller of
the Currency, instead of the Federal Reserve Board,
before establishing out of towm branches or retaining
such branches upon admission to the Federal Reserve
System, if they were established after February 25,

1927. It would neither enlarge nor diminish the right

of State banks to establish or retain branches but would
merely require them to obtain the approval of the Federal
Reserve Board instead of the Comptroller of the Currency.)
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